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MEDICAL ALLIANCE INSURANCE COMPANY 

 

EXPLANATORY MEMORANDUM 

 

PHYSICIANS PROFESSIONAL LIABILITY 

 

EFFECTIVE JUNE 1, 2013 

 

 

This filing is to revise relevant portions of the rating manual currently on file with the 

Department of insurance.  The change is as follows: 

 

General Rules, Section VIII, C.3, Cancellation/Non-Renewal, Extended Reporting period 

A revision has been added to allow extended reporting endorsements to be issued on an 

installment basis. 
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MEDICAL ALLIANCE INSURANCE COMPANY 
PHYSICIAN PROFESSIONAL LIABILITY  
CLAIMS MADE INSURANCE MANUAL 

 
GENERAL RULES 

 
 
I. GENERAL INSTRUCTIONS  
 

This manual contains the rules and rates governing the underwriting of professional 
liability insurance for Physicians, Medical Corporations and Paramedical Employees 
written on a claims-made policy form.  

 
Additional exposure risks for which coverage is provided on or after the effective date of 
this manual, either by endorsement of outstanding policies or by the issuance of 
separate policies, shall be written on the basis of the rates and rules in effect at the time 
the coverage is provided.  

 
 The following requirements shall be observed in the preparation of policies of insurance
 covered by this manual:  
 

A. On policies issued to a Physician, the Physician shall be identified as the Named 
Insured on the Declarations Page by name, rating medical specialty and rating 
code number.  

 
B. On policies issued to Medical Corporations whose qualification for said policy is 

established in Appendix III, the Medical Corporation shall be identified as the 
Named Insured on the Declarations Page by its legal name.  

 
C. On policies issued to a group of Physicians not associated with a Medical 

Corporation, a non-covered Named Insured for the purposes of facilitating the 
issuance, administration and payment of the policy shall be identified on the 
Declarations Page. 

 
 D. Additional Insureds and additional Named Insureds (who may be Doctors of 

Medicine, Doctors of Osteopathy, Paramedical Employees or Medical 
Corporations) shall be identified on attaching endorsements either by name (in the 
case of Physicians and a sole shareholder Medical Corporation) or by name or 
number (in the case of designated Paramedical Employees).  

 
E. When applicable, policies shall be endorsed to acknowledge any reported 
 exceptions to the representations and warranties stipulated on the Declarations 
 Page.  

 
F. Once a policy has been issued, any changes thereto shall be accomplished by 

means of endorsement(s). 
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II. POLICY PERIOD  
 

A. Policies are written for the period of time specified on the Declarations Page upon 
payment of premium and expire upon cancellation, non-renewal or renewal. 

 
B. Policies are generally written for a twelve (12) month period beginning on the policy 

effective date.  
 
C.  Any policy written for at least a twelve (12) month period may, upon the Named 

Insured’s request and approval by MAIC, be extended up to a maximum of ninety 
(90) additional days. The aggregate limit of liability as described in Section VI. shall 
apply to the sum of the original Policy Period plus any extension.  

 
III. SCOPE OF COVERAGE  
 

For details of coverage and exclusions, refer to standard policy.  
 
IV. PERSONS INSURED  
 

For persons insured, refer to standard policy.  
 

V. GENERAL DEFINITIONS  
 

For general definitions, refer to standard policy. 
 
VI. LIMITS OF LIABILITY  
 

Manual rates and minimum premiums are calculated to provide limits of $1,000,000 
"Each Person" and a Policy Period aggregate of $3,000,000.  Unless modified by 
endorsement, the inclusion of more than one Insured under a policy shall not operate to 
increase MAIC’s limits of liability. 
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MAIC may, at its discretion, increase the policy aggregate.  The "Each Person" limit may 
be obtained only in the amount of $1,000,000 with a corresponding annual aggregate of 
$3,000,000 applied to each Named Insured, or an aggregate limit may be shared by 
each Named Insured with the amount being determined by the number of exposures in 
the group as follows:  

 
 

Number 
of Exposures  * 

 

Policy Aggregate 

2 5M 

3 8M 

4 10M 

5 15M 

6 16M 

7 18M 

8 20M 

9 22M 

10 – 19 25M 

20 – 39 40M 

40 - 59 55M 

60 – 79 70M 

80 – 99 85M 

 
 *  For each additional 20 exposures, increase the aggregate by $15M.  

 
VII. RATES AND PREMIUM CALCULATION  
 

A. RATES 
 

Annual and Extended Reporting Endorsement premiums applicable to Physicians 
for each specialty, territory and maturity year appear on the rate pages contained in 
Appendix I, Section I.  
 
Premiums and rate categories for Paramedical Employees (who may be added by 
endorsement as either additional Named Insureds or additional Insureds on the 
standard policy) appear on the rate pages contained in Appendix I, Section II.  

 
B. (a) RATED RISKS 
 

Every risk described in the rate pages contained in Appendix I, Section II for which 
the symbol (a) appears in lieu of a specific rating designation and any other risk, risk 
procedure or technique not otherwise identified or defined in the appendices 
forming a part of this manual, shall be submitted to MAIC for rating.  
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C. CALCULATION OF PREMIUM 
 

Subject to Paragraph E. below, the premium shall be determined on the basis of the 
units of exposure existing at policy inception and shall be calculated in accordance 
with the applicable rates and rules contained or referenced in this manual.  A 
premium involving $.50 or more shall be rounded to the next higher whole dollar. 
Interim premium adjustments including endorsements shall be calculated pro rata. 
 

D. QUARTERLY INSTALLMENT OPTION 
 
 The developed premium is billed on a quarterly basis; 34% prior to policy issuance 

and 22% prior to the start of each subsequent three (3) month period, and shall be 
rounded to the nearest whole dollar.  There are no interest charges or installment 
fees assessed.  Any additional premium resulting from changes to the policy shall 
be spread equally over the remaining installments, if any.  If there are no remaining 
installments, additional premium resulting from changes to a policy may be billed 
immediately as a separate transaction. 

 
E. MINIMUM PREMIUM RULE 

 
Except as provided in Appendix II, Section VII, no Professional Liability Claims-
Made Insurance Policy may be issued for less than a premium charge of $400 per 
year.  

 
F. MATURITY YEAR 
 

Each Named Insured shall, each Policy Period, have a designated maturity year.  
The measurement of the maturity year begins on the Named Insured’s 
Retroactive Date and advances each subsequent year thereafter until maturity is 
achieved for those policies that have been issued for six (6) months or more.  In the 
event the policy has been issued for less than six (6) months, the maturity year does 
not advance.  See Appendix II, Section I for maturity factors. 
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G. FULL TIME EQUIVALENT (FTE) AND PER VISIT RATING 
 
  1. FTE/Per Visit rating is based on a certain identifiable pricing mechanism (i.e., 

“per-patient encounters”, “per procedure”, “total revenues” or “total hours”) in 
which to assess a premium charge to a Medical Corporation. 

 
2. FTE/Per Visit premium is not subject to a premium reduction because of: 

 
a. Suspended Coverage; 

 b. Newly Practicing Physician Discount; or 
 c. Part-Time Rating. 

 
3. See the rate pages contained in Appendix I, Section III. for Per Visit rates. 
 
4. FTE premium is based on the full-time mature rate of the specialty presented. 
 

VIII.  CANCELLATION / NON-RENEWAL  
 

A.  BY MAIC 
 

 The earned premium shall be determined on a pro rata basis by multiplying the 
number of units of exposure for the period the policy was in force by the applicable 
rates.  

 
 B. BY THE NAMED INSURED 
 
  The earned premium shall be determined as the difference between written and 

return premium. Return premium will be calculated at 90% of pro rata. The earned 
premium so calculated shall also be subject to the Minimum Premium Rule in 
Section VII, Paragraph D. If the Physician requests cancellation (written request 
from Named Insured required), reinstatement may not take effect until three (3) 
months after the cancellation date and will be subject to re-underwriting including 
the required purchase of an Extended Reporting Endorsement at the time of 
cancellation.  If cancellation is due to death, Retirement or Disability, the earned 
premium shall be calculated on a pro rata basis.  

 
C. EXTENDED REPORTING ENDORSEMENT 
 

Refer to Appendix II, Section II for the tail factors to be applied to the annual 
expiring premium for the purchase of an Extended Reporting Endorsement.  Said 
endorsement may be purchased upon policy termination or upon coverage 
termination of a Named Insured because of severance of the relationship between 
an additional Named Insured and the Named Insured.  Either the Named Insured 
or the additional Named Insured may purchase an Extended Reporting 
Endorsement on behalf of the additional Named Insured. 
 
The purchase of an Extended Reporting Endorsement is subject to the terms and 
conditions specified in the standard policy.  The Extended Reporting Endorsement 
premium for an individual Named Insured is subject to the Named Insured’s 
specialty and territory in effect as of the policy termination date. 
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The Extended Reporting Endorsement premium for a Medical Corporation shall be 
the sum of all applicable individual Extended Reporting Endorsement premiums and 
any Medical Corporation Extended Reporting Endorsement premium as 
appropriate. 

 

 1. Individual Named Insured 
  
   Manual Rate (7th Year Rate based upon territory and specialty)  
  
   X Maturity Year Factor  
     
   = Annual Base Premium  
  
  X Part Time Factor (if applicable),  
  

   or  
  
   X Newly Practicing Physician Discount Factor (if applicable),  
   (use whichever applicable factor above would provide the greatest discount)  
    _ 
   = Annual Adjusted Base Premium  

  

 - Loss Free Discount (if applicable, Loss Free Discount Factor x Annual 

Adjusted Base Premium)  

     

   = Annual Discounted Premium (net of loss free discount)  
  
   X Tail Factor 
     
   = Extended Reporting Endorsement Premium  
  

If the Named Insured is on suspended coverage at the date of policy 
cancellation, the rating factors in effect before the suspended coverage will be 
used.  

 
2. Medical Corporation 

 
To determine the Extended Reporting Endorsement premium for a Medical 
Corporation, the individual Physician premiums that have a premium bearing 
relationship to the corporation are used. The premium is computed as follows:  

 
  a. For Medical Corporations with four or less Physicians with premium 

bearing relationships: 
 

Using the individual Physician rating method, multiply the annual 
adjusted base premium of each individual Physician by a factor of .21 
(21%). Then add these amounts together to determine an annual 
premium.  
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  b. For Medical Corporations with five or more Physicians with premium 
bearing relationships:  

 
Determine the five highest rated Physicians based upon their annual 
adjusted base premiums. Add these annual adjusted base premiums 
together and divide by 5.  

     
    = Annual Base Premium  
 
    X Tail Factor 
     
    = Extended Reporting Endorsement Premium  
     

If a Medical Corporation is rated on an auditable premium basis, the 
annual base premium is determined by multiplying the per exposure rate 
by the number of exposures. The tail factor is applied to the annual base 
premium.  

 
c. If Paramedical Employees are covered under the policy, add the sum of 

the individual Paramedical Employee premiums to the developed 
Medical Corporation annual base premium before applying the tail 
factor. 

 
 

3.   The Extended Reporting Endorsement premium as calculated may be paid all 
at once, or it may be paid in annual installments over a three-year period 
calculated as follows: 

 
a. Calculate the total cost of the Extended Reporting Endorsement using the 

rates in effect as of the policy expiration date; 
 

b. If payment will be made in installments, calculate the service charge.  The 
service charge shall be 3% of the total cost of the Extended Reporting 
Endorsement, shall be payable in full in conjunction with the first installment 
and is not refundable; and 
 

c. Calculate the installment amounts: 
(i) First Installment – 50% of the total premium plus the service charge; 
(ii) Second Installment – 30% of the total premium; 
(iii) Third Installment – 20% of the total premium. 

 
d. The Named Insured’s election to purchase the Extended Reporting 

Endorsement on installments is irrevocable upon receipt by MAIC of the 
first installment payment. 

 
 

 4. All premiums for the Extended Reporting Endorsement are payable as of the 
due date shown on the Extended Reporting Endorsement invoice. Any such 
premium not paid as of the due date shall be in default and shall be grounds for 
not issuing or for canceling the Extended Reporting Endorsement. Any 
premium received after the due date shall be refunded within ten (10) business 
days.  
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5. A Named Insured may be granted an Extended Reporting Period without cost 
in the event of death or Disability. 

 
A Named Insured who is a Physician or Paramedical Employee (separate 
limits) may obtain an Extended Reporting Endorsement at no cost or at 
reduced cost in the event of Retirement (as defined in the policy).  Coverage 
with previous claims-made carriers may, at MAIC’s option, be substituted in lieu 
of MAIC coverage so long as the Physician or Paramedical Employee 
(separate limits) is insured with MAIC for at least one year prior to requesting 
the Extended Reporting Endorsement.  Waiver of the full premium for an 
Extended Reporting Endorsement based on Retirement will be granted only 
once to a Physician or Paramedical Employee (separate limits). 
 
A credit toward the purchase of the Extended Reporting Endorsement is 
computed as follows:  
 

  a. one-sixtieth (1/60) of the premium for each full month the retiring 
Physician or Paramedical Employee (separate limits) has had 
consecutive coverage with MAIC for up to a total credit of 100% if the 
Physician or Paramedical Employee (separate limits) has attained the 
age of fifty-five at Retirement; or  

  b. one one-hundred twentieth (1/120) of the premium for each full month the 
retiring Physician or Paramedical Employee (separate limits) has had 
consecutive coverage with MAIC for up to a total credit of 100%, 
regardless of age of the Physician or Paramedical Employee (separate 
limits) at Retirement.  

 
6. A Physician or Paramedical Employee (separate limits) previously granted 

an Extended Reporting Period without cost or at reduced cost because of 
Retirement may, in the future, be considered for insurance with MAIC under 
the following circumstances:  

 
a. Completion of an application for insurance;  

 
  b. Reapplication after twelve (12) months;  
 
  c. Has reported no Claims or Suits pursuant to the Extended Reporting 

Endorsement; and  
 

d. Payment of the appropriate premium for the period the policy was either 
placed on suspended coverage or rated Part-Time, 20%, Retired, Not in 
Practice at the same, territory wand maturity year in effect at the time of 
termination.  

 
7. The premium calculated in Paragraphs 1 or 2 above is subject to proration 

depending upon the policy termination date and the Named Insured's maturity 
year.  

 
a. Maturity Year One - The Extended Reporting Endorsement premium shall 

be computed on a pro rata basis for each day the policy has been in force 
and shall be rounded to the nearest whole dollar.  
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b. Maturity Year Two Through Maturity Year Six - The Extended Reporting 
Endorsement premium shall be the sum of: 
 
(i). The pro rated difference between the Extended Reporting 

Endorsement premium at the end of the current Policy Period 
and the premium that would have been charged had the policy 
terminated at the end of the preceding Policy Period; and  

 
 (ii). The premium that would have been charged in the preceding 

Policy Period if the policy had terminated one (1) year earlier.  
 
  c. Maturity Year Seven - Not subject to proration.  
 
 
 
IX. ADDITIONAL INTERESTS  
 

The addition of coverages, persons or entities not provided for in the standard policy 
shall be submitted to MAIC for rating. 
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X. UNDERWRITING PROCEDURE  
 
 A.  PHYSICIAN COVERAGE  
 

1. If a Named Insured employs a Physician, all such employed Physicians must 
be insured with MAIC.  

 
2. If a Physician’s primary office practice and primary hospital practice are 

 in different territories, the territory to be used for rating purposes shall be:  
 
  a. For non-surgical specialties not identified in b. below, the primary office 

practice location is used.  
 

b. For surgical specialties including but not limited to those listed below and 
the following identified non-surgical specialties, the primary hospital 
location is used. 
 
Anesthesiology, Cardiovascular Disease (MRP), Emergency Medicine, 
Family Practice (Not Primarily Major Surgery), General Practice (Not 
Primarily Major Surgery), Ophthalmic Surgery, Pathology, Radiology. 

 
  c. "Primary" means 51% or more of the Physician’s total office or hospital 

practice time, as applicable, spent in a given territory.  
 

3. If a Physician practices in two or more territories, or, if hospital-based, the 
Physician practices in two or more hospitals which are located within different 
territorial boundaries, the higher rated territory shall be utilized for rating 
purposes. 

 
 4. The premium shall be the sum of:  
 

a. The rate applicable to the individual Physician’s specialty, territory and 
maturity year which appears on the rate pages contained  in Appendix I, 
Section I; plus,  

 
  b. The appropriate per person rate for each Paramedical Employee whose 

rate appears on the rate pages contained in Appendix I, Section II; plus,  
 
  c. Any scheduled rating credit or debit. 
 
 5. In the event a Physician’s specialty rating is reduced, no additional premium 

charge shall be made. However, if the Physician terminates the policy within 
twenty-four (24) months from the effective date of a specialty reduction the 
resulting Extended Reporting Endorsement calculation shall be made at the 
highest specialty designation in effect while insured by MAIC. 

 
 B.  MEDICAL CORPORATION COVERAGE  
 
 See Appendix III.  
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C.  PRIOR ACTS COVERAGE  
 

1. Prior Acts Coverage is available. 
 
 2. The appropriate maturity year will be measured as described in Section VII, 

Paragraph F.  
 
  3. The premium for Prior Acts Coverage shall be calculated as described in 

Section X, Paragraphs A and B. 
 
XI. PHYSICIAN SPECIALTY  
 
 A.  Physician specialty assignment for rating purposes shall be made on the basis of:  
 

1. The Physician’s trained medical specialty. "Trained medical specialty" is 
defined as:  

 
a. Completion of a bona fide residency program by the Physician; 

 
b. Completion of a bona fide residency and fellowship program by the 

Physician; or 
 
c. If neither a. or b. are applicable to the Physician’s specific 

circumstances, the type of medical practice engaged in by the Physician, 
and how such Physician is holding him/her self out to the public.  

 
2. When applicable, performance or non-performance of medical procedures in 

accordance with the rules contained in this manual.  
 
 B. The initial basis of rating assignment shall be the Physician’s trained medical 

specialty as described above. To the extent that the Physician’s practice activity 
contemplated by the medical specialty may be increased by the performance of 
medical procedures not usual and customary to the trained specialty, or may be 
decreased by the non-performance of medical procedures that are usual and 
customary to the trained medical specialty, the Physician’s rating assignment may 
be adjusted higher or lower as specified in Appendix II, Section IV. 

 
 C.  The Physician specialty rating schedules and rules of this manual do not apply to 

Physicians in active United States Military Service or to the government practice 
activity of Physicians employed on a full or part-time basis by any government 
agency, institution or facility, other than a medical school or student health center.  

 
Physicians and Medical Corporations rendering or furnishing medical services 
within any government-owned or operated institution or facility (except a medical 
school, a facility owned or operated by a medical school or a student health center) 
on a fee-for-service (independent contractor) basis shall be subject to (a) rating.  
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XII. SUPPLEMENTARY RULES  
 
 A.  SPECIAL RULES GOVERNING PHYSICIAN RATING 
 

1. NEWLY PRACTICING PHYSICIAN PREMIUM DISCOUNT RULE 
 

See Appendix II, Section V.  
 
2.  PART-TIME RATING RULE 

 
  See Appendix II, Section VI.  

 
  3.  SUSPENDED COVERAGE RULE 
 
  See Appendix II, Section VIII.  
 
  4. CHANGE IN SPECIALTY MINIMUM DURATION RULE 
 

Physicians who voluntarily request either a decrease or increase in specialty 
assignment may not obtain a further change in specialty assignment until a 
period of three (3) months has elapsed.  This rule shall not apply when it 
conflicts with any other rule in this manual. 

 
5.  LOSS-FREE DISCOUNT   

 
Physicians with no indemnity payments over a given experience period may 
qualify for a premium discount. See Appendix II, Section X. 

 
 B. RESTRICTIVE ENDORSEMENT RULE 
 

Whenever a restrictive endorsement is attached to the policy of an employed 
Physician, Paramedical Employee or a Physician who is either an officer, 
director or shareholder of a Medical Corporation, a comparable endorsement shall 
be attached to the respective employer's policy if such employer is insured by 
MAIC.  Such endorsement shall serve to limit the liability otherwise afforded under 
such policies, for the acts and omissions of the Insured whose individual coverage 
is restricted, if the Claim or Suit arises out of the excluded activity. 

 
XIII. DEDUCTIBLES  
 
 A.  A deductible may be available to Named Insureds who either desire to share in 

their losses in return for premium savings or have demonstrated a significant 
adverse loss profile necessitating that they take a primary role in the management 
of their risk.  

 
 B.  A deductible requires the Named Insured to share financially in each and every 

Claim. Varying amounts may be arranged depending on the financial and risk 
management expertise of the Named Insured. The deductible, which is inside the 
limits of liability, will include indemnity payments only.  
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C. Any premium credit, because of the assumption of a deductible, must be submitted
 to MAIC for rating.  

 
D. A deductible may require the Named Insured to post a letter of credit or other 

suitable form of security. 
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MEDICAL ALLIANCE INSURANCE COMPANY 
PHYSICIAN PROFESSIONAL LIABILITY  
CLAIMS MADE INSURANCE MANUAL 

 
GENERAL RULES 

 
 
I. GENERAL INSTRUCTIONS  
 

This manual contains the rules and rates governing the underwriting of professional 
liability insurance for Physicians, Medical Corporations and Paramedical Employees 
written on a claims-made policy form.  

 
Additional exposure risks for which coverage is provided on or after the effective date of 
this manual, either by endorsement of outstanding policies or by the issuance of 
separate policies, shall be written on the basis of the rates and rules in effect at the time 
the coverage is provided.  

 
 The following requirements shall be observed in the preparation of policies of insurance
 covered by this manual:  
 

A. On policies issued to a Physician, the Physician shall be identified as the Named 
Insured on the Declarations Page by name, rating medical specialty and rating 
code number.  

 
B. On policies issued to Medical Corporations whose qualification for said policy is 

established in Appendix III, the Medical Corporation shall be identified as the 
Named Insured on the Declarations Page by its legal name.  

 
C. On policies issued to a group of Physicians not associated with a Medical 

Corporation, a non-covered Named Insured for the purposes of facilitating the 
issuance, administration and payment of the policy shall be identified on the 
Declarations Page. 

 
 D. Additional Insureds and additional Named Insureds (who may be Doctors of 

Medicine, Doctors of Osteopathy, Paramedical Employees or Medical 
Corporations) shall be identified on attaching endorsements either by name (in the 
case of Physicians and a sole shareholder Medical Corporation) or by name or 
number (in the case of designated Paramedical Employees).  

 
E. When applicable, policies shall be endorsed to acknowledge any reported 
 exceptions to the representations and warranties stipulated on the Declarations 
 Page.  

 
F. Once a policy has been issued, any changes thereto shall be accomplished by 

means of endorsement(s). 
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II. POLICY PERIOD  
 

A. Policies are written for the period of time specified on the Declarations Page upon 
payment of premium and expire upon cancellation, non-renewal or renewal. 

 
B. Policies are generally written for a twelve (12) month period beginning on the policy 

effective date.  
 
C.  Any policy written for at least a twelve (12) month period may, upon the Named 

Insured’s request and approval by MAIC, be extended up to a maximum of ninety 
(90) additional days. The aggregate limit of liability as described in Section VI. shall 
apply to the sum of the original Policy Period plus any extension.  

 
III. SCOPE OF COVERAGE  
 

For details of coverage and exclusions, refer to standard policy.  
 
IV. PERSONS INSURED  
 

For persons insured, refer to standard policy.  
 

V. GENERAL DEFINITIONS  
 

For general definitions, refer to standard policy. 
 
VI. LIMITS OF LIABILITY  
 

Manual rates and minimum premiums are calculated to provide limits of $1,000,000 
"Each Person" and a Policy Period aggregate of $3,000,000.  Unless modified by 
endorsement, the inclusion of more than one Insured under a policy shall not operate to 
increase MAIC’s limits of liability. 
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MAIC may, at its discretion, increase the policy aggregate.  The "Each Person" limit may 
be obtained only in the amount of $1,000,000 with a corresponding annual aggregate of 
$3,000,000 applied to each Named Insured, or an aggregate limit may be shared by 
each Named Insured with the amount being determined by the number of exposures in 
the group as follows:  

 
 

Number 
of Exposures  * 

 

Policy Aggregate 

2 5M 

3 8M 

4 10M 

5 15M 

6 16M 

7 18M 

8 20M 

9 22M 

10 – 19 25M 

20 – 39 40M 

40 - 59 55M 

60 – 79 70M 

80 – 99 85M 

 
 *  For each additional 20 exposures, increase the aggregate by $15M.  

 
VII. RATES AND PREMIUM CALCULATION  
 

A. RATES 
 

Annual and Extended Reporting Endorsement premiums applicable to Physicians 
for each specialty, territory and maturity year appear on the rate pages contained in 
Appendix I, Section I.  
 
Premiums and rate categories for Paramedical Employees (who may be added by 
endorsement as either additional Named Insureds or additional Insureds on the 
standard policy) appear on the rate pages contained in Appendix I, Section II.  

 
B. (a) RATED RISKS 
 

Every risk described in the rate pages contained in Appendix I, Section II for which 
the symbol (a) appears in lieu of a specific rating designation and any other risk, risk 
procedure or technique not otherwise identified or defined in the appendices 
forming a part of this manual, shall be submitted to MAIC for rating.  
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C. CALCULATION OF PREMIUM 
 

Subject to Paragraph E. below, the premium shall be determined on the basis of the 
units of exposure existing at policy inception and shall be calculated in accordance 
with the applicable rates and rules contained or referenced in this manual.  A 
premium involving $.50 or more shall be rounded to the next higher whole dollar. 
Interim premium adjustments including endorsements shall be calculated pro rata. 
 

D. QUARTERLY INSTALLMENT OPTION 
 
 The developed premium is billed on a quarterly basis; 34% prior to policy issuance 

and 22% prior to the start of each subsequent three (3) month period, and shall be 
rounded to the nearest whole dollar.  There are no interest charges or installment 
fees assessed.  Any additional premium resulting from changes to the policy shall 
be spread equally over the remaining installments, if any.  If there are no remaining 
installments, additional premium resulting from changes to a policy may be billed 
immediately as a separate transaction. 

 
E. MINIMUM PREMIUM RULE 

 
Except as provided in Appendix II, Section VII, no Professional Liability Claims-
Made Insurance Policy may be issued for less than a premium charge of $400 per 
year.  

 
F. MATURITY YEAR 
 

Each Named Insured shall, each Policy Period, have a designated maturity year.  
The measurement of the maturity year begins on the Named Insured’s 
Retroactive Date and advances each subsequent year thereafter until maturity is 
achieved for those policies that have been issued for six (6) months or more.  In the 
event the policy has been issued for less than six (6) months, the maturity year does 
not advance.  See Appendix II, Section I for maturity factors. 
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G. FULL TIME EQUIVALENT (FTE) AND PER VISIT RATING 
 
  1. FTE/Per Visit rating is based on a certain identifiable pricing mechanism (i.e., 

“per-patient encounters”, “per procedure”, “total revenues” or “total hours”) in 
which to assess a premium charge to a Medical Corporation. 

 
2. FTE/Per Visit premium is not subject to a premium reduction because of: 

 
a. Suspended Coverage; 

 b. Newly Practicing Physician Discount; or 
 c. Part-Time Rating. 

 
3. See the rate pages contained in Appendix I, Section III. for Per Visit rates. 
 
4. FTE premium is based on the full-time mature rate of the specialty presented. 
 

VIII.  CANCELLATION / NON-RENEWAL  
 

A.  BY MAIC 
 

 The earned premium shall be determined on a pro rata basis by multiplying the 
number of units of exposure for the period the policy was in force by the applicable 
rates.  

 
 B. BY THE NAMED INSURED 
 
  The earned premium shall be determined as the difference between written and 

return premium. Return premium will be calculated at 90% of pro rata. The earned 
premium so calculated shall also be subject to the Minimum Premium Rule in 
Section VII, Paragraph D. If the Physician requests cancellation (written request 
from Named Insured required), reinstatement may not take effect until three (3) 
months after the cancellation date and will be subject to re-underwriting including 
the required purchase of an Extended Reporting Endorsement at the time of 
cancellation.  If cancellation is due to death, Retirement or Disability, the earned 
premium shall be calculated on a pro rata basis.  

 
C. EXTENDED REPORTING ENDORSEMENT 
 

Refer to Appendix II, Section II for the tail factors to be applied to the annual 
expiring premium for the purchase of an Extended Reporting Endorsement.  Said 
endorsement may be purchased upon policy termination or upon coverage 
termination of a Named Insured because of severance of the relationship between 
an additional Named Insured and the Named Insured.  Either the Named Insured 
or the additional Named Insured may purchase an Extended Reporting 
Endorsement on behalf of the additional Named Insured. 
 
The purchase of an Extended Reporting Endorsement is subject to the terms and 
conditions specified in the standard policy.  The Extended Reporting Endorsement 
premium for an individual Named Insured is subject to the Named Insured’s 
specialty and territory in effect as of the policy termination date. 
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The Extended Reporting Endorsement premium for a Medical Corporation shall be 
the sum of all applicable individual Extended Reporting Endorsement premiums and 
any Medical Corporation Extended Reporting Endorsement premium as 
appropriate. 

 

 1. Individual Named Insured 
  
   Manual Rate (7th Year Rate based upon territory and specialty)  
  
   X Maturity Year Factor  
     
   = Annual Base Premium  
  
  X Part Time Factor (if applicable),  
  

   or  
  
   X Newly Practicing Physician Discount Factor (if applicable),  
   (use whichever applicable factor above would provide the greatest discount)  
    _ 
   = Annual Adjusted Base Premium  

  

 - Loss Free Discount (if applicable, Loss Free Discount Factor x Annual 

Adjusted Base Premium)  

     

   = Annual Discounted Premium (net of loss free discount)  
  
   X Tail Factor 
     
   = Extended Reporting Endorsement Premium  
  

If the Named Insured is on suspended coverage at the date of policy 
cancellation, the rating factors in effect before the suspended coverage will be 
used.  

 
2. Medical Corporation 

 
To determine the Extended Reporting Endorsement premium for a Medical 
Corporation, the individual Physician premiums that have a premium bearing 
relationship to the corporation are used. The premium is computed as follows:  

 
  a. For Medical Corporations with four or less Physicians with premium 

bearing relationships: 
 

Using the individual Physician rating method, multiply the annual 
adjusted base premium of each individual Physician by a factor of .21 
(21%). Then add these amounts together to determine an annual 
premium.  
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  b. For Medical Corporations with five or more Physicians with premium 
bearing relationships:  

 
Determine the five highest rated Physicians based upon their annual 
adjusted base premiums. Add these annual adjusted base premiums 
together and divide by 5.  

     
    = Annual Base Premium  
 
    X Tail Factor 
     
    = Extended Reporting Endorsement Premium  
     

If a Medical Corporation is rated on an auditable premium basis, the 
annual base premium is determined by multiplying the per exposure rate 
by the number of exposures. The tail factor is applied to the annual base 
premium.  

 
c. If Paramedical Employees are covered under the policy, add the sum of 

the individual Paramedical Employee premiums to the developed 
Medical Corporation annual base premium before applying the tail 
factor. 

 
 

3.   The Extended Reporting Endorsement premium as calculated may be paid all 
at once, or it may be paid in annual installments over a three-year period 
calculated as follows: 

 
a. Calculate the total cost of the Extended Reporting Endorsement using the 

rates in effect as of the policy expiration date; 
 

b. If payment will be made in installments, calculate the service charge.  The 
service charge shall be 3% of the total cost of the Extended Reporting 
Endorsement, shall be payable in full in conjunction with the first installment 
and is not refundable; and 
 

c. Calculate the installment amounts: 
(i) First Installment – 50% of the total premium plus the service charge; 
(ii) Second Installment – 30% of the total premium; 
(iii) Third Installment – 20% of the total premium. 

 
d. The Named Insured’s election to purchase the Extended Reporting 

Endorsement on installments is irrevocable upon receipt by MAIC of the 
first installment payment. 

 
 

 43. All premiums for the Extended Reporting Endorsement are payable as of the 
due date shown on the Extended Reporting Endorsement invoice. Any such 
premium not paid as of the due date shall be in default and shall be grounds for 
not issuing or for canceling the Extended Reporting Endorsement. Any 
premium received after the due date shall be refunded within ten (10) business 
days.  
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54. A Named Insured may be granted an Extended Reporting Period without cost 
in the event of death or Disability. 

 
A Named Insured who is a Physician or Paramedical Employee (separate 
limits) may obtain an Extended Reporting Endorsement at no cost or at 
reduced cost in the event of Retirement (as defined in the policy).  Coverage 
with previous claims-made carriers may, at MAIC’s option, be substituted in lieu 
of MAIC coverage so long as the Physician or Paramedical Employee 
(separate limits) is insured with MAIC for at least one year prior to requesting 
the Extended Reporting Endorsement.  Waiver of the full premium for an 
Extended Reporting Endorsement based on Retirement will be granted only 
once to a Physician or Paramedical Employee (separate limits). 
 
A credit toward the purchase of the Extended Reporting Endorsement is 
computed as follows:  
 

  a. one-sixtieth (1/60) of the premium for each full month the retiring 
Physician or Paramedical Employee (separate limits) has had 
consecutive coverage with MAIC for up to a total credit of 100% if the 
Physician or Paramedical Employee (separate limits) has attained the 
age of fifty-five at Retirement; or  

  b. one one-hundred twentieth (1/120) of the premium for each full month the 
retiring Physician or Paramedical Employee (separate limits) has had 
consecutive coverage with MAIC for up to a total credit of 100%, 
regardless of age of the Physician or Paramedical Employee (separate 
limits) at Retirement.  

 
65. A Physician or Paramedical Employee (separate limits) previously granted 

an Extended Reporting Period without cost or at reduced cost because of 
Retirement may, in the future, be considered for insurance with MAIC under 
the following circumstances:  

 
a. Completion of an application for insurance;  

 
  b. Reapplication after twelve (12) months;  
 
  c. Has reported no Claims or Suits pursuant to the Extended Reporting 

Endorsement; and  
 

d. Payment of the appropriate premium for the period the policy was either 
placed on suspended coverage or rated Part-Time, 20%, Retired, Not in 
Practice at the same, territory wand maturity year in effect at the time of 
termination.  

 
76. The premium calculated in Paragraphs 1 or 2 above is subject to proration 

depending upon the policy termination date and the Named Insured's maturity 
year.  

 
a. Maturity Year One - The Extended Reporting Endorsement premium shall 

be computed on a pro rata basis for each day the policy has been in force 
and shall be rounded to the nearest whole dollar.  
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b. Maturity Year Two Through Maturity Year Six - The Extended Reporting 
Endorsement premium shall be the sum of: 
 
(i). The pro rated difference between the Extended Reporting 

Endorsement premium at the end of the current Policy Period 
and the premium that would have been charged had the policy 
terminated at the end of the preceding Policy Period; and  

 
 (ii). The premium that would have been charged in the preceding 

Policy Period if the policy had terminated one (1) year earlier.  
 
  c. Maturity Year Seven - Not subject to proration.  
 
 
 
IX. ADDITIONAL INTERESTS  
 

The addition of coverages, persons or entities not provided for in the standard policy 
shall be submitted to MAIC for rating. 
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X. UNDERWRITING PROCEDURE  
 
 A.  PHYSICIAN COVERAGE  
 

1. If a Named Insured employs a Physician, all such employed Physicians must 
be insured with MAIC.  

 
2. If a Physician’s primary office practice and primary hospital practice are 

 in different territories, the territory to be used for rating purposes shall be:  
 
  a. For non-surgical specialties not identified in b. below, the primary office 

practice location is used.  
 

b. For surgical specialties including but not limited to those listed below and 
the following identified non-surgical specialties, the primary hospital 
location is used. 
 
Anesthesiology, Cardiovascular Disease (MRP), Emergency Medicine, 
Family Practice (Not Primarily Major Surgery), General Practice (Not 
Primarily Major Surgery), Ophthalmic Surgery, Pathology, Radiology. 

 
  c. "Primary" means 51% or more of the Physician’s total office or hospital 

practice time, as applicable, spent in a given territory.  
 

3. If a Physician practices in two or more territories, or, if hospital-based, the 
Physician practices in two or more hospitals which are located within different 
territorial boundaries, the higher rated territory shall be utilized for rating 
purposes. 

 
 4. The premium shall be the sum of:  
 

a. The rate applicable to the individual Physician’s specialty, territory and 
maturity year which appears on the rate pages contained  in Appendix I, 
Section I; plus,  

 
  b. The appropriate per person rate for each Paramedical Employee whose 

rate appears on the rate pages contained in Appendix I, Section II; plus,  
 
  c. Any scheduled rating credit or debit. 
 
 5. In the event a Physician’s specialty rating is reduced, no additional premium 

charge shall be made. However, if the Physician terminates the policy within 
twenty-four (24) months from the effective date of a specialty reduction the 
resulting Extended Reporting Endorsement calculation shall be made at the 
highest specialty designation in effect while insured by MAIC. 

 
 B.  MEDICAL CORPORATION COVERAGE  
 
 See Appendix III.  
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C.  PRIOR ACTS COVERAGE  
 

1. Prior Acts Coverage is available. 
 
 2. The appropriate maturity year will be measured as described in Section VII, 

Paragraph F.  
 
  3. The premium for Prior Acts Coverage shall be calculated as described in 

Section X, Paragraphs A and B. 
 
XI. PHYSICIAN SPECIALTY  
 
 A.  Physician specialty assignment for rating purposes shall be made on the basis of:  
 

1. The Physician’s trained medical specialty. "Trained medical specialty" is 
defined as:  

 
a. Completion of a bona fide residency program by the Physician; 

 
b. Completion of a bona fide residency and fellowship program by the 

Physician; or 
 
c. If neither a. or b. are applicable to the Physician’s specific 

circumstances, the type of medical practice engaged in by the Physician, 
and how such Physician is holding him/her self out to the public.  

 
2. When applicable, performance or non-performance of medical procedures in 

accordance with the rules contained in this manual.  
 
 B. The initial basis of rating assignment shall be the Physician’s trained medical 

specialty as described above. To the extent that the Physician’s practice activity 
contemplated by the medical specialty may be increased by the performance of 
medical procedures not usual and customary to the trained specialty, or may be 
decreased by the non-performance of medical procedures that are usual and 
customary to the trained medical specialty, the Physician’s rating assignment may 
be adjusted higher or lower as specified in Appendix II, Section IV. 

 
 C.  The Physician specialty rating schedules and rules of this manual do not apply to 

Physicians in active United States Military Service or to the government practice 
activity of Physicians employed on a full or part-time basis by any government 
agency, institution or facility, other than a medical school or student health center.  

 
Physicians and Medical Corporations rendering or furnishing medical services 
within any government-owned or operated institution or facility (except a medical 
school, a facility owned or operated by a medical school or a student health center) 
on a fee-for-service (independent contractor) basis shall be subject to (a) rating.  
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XII. SUPPLEMENTARY RULES  
 
 A.  SPECIAL RULES GOVERNING PHYSICIAN RATING 
 

1. NEWLY PRACTICING PHYSICIAN PREMIUM DISCOUNT RULE 
 

See Appendix II, Section V.  
 
2.  PART-TIME RATING RULE 

 
  See Appendix II, Section VI.  

 
  3.  SUSPENDED COVERAGE RULE 
 
  See Appendix II, Section VIII.  
 
  4. CHANGE IN SPECIALTY MINIMUM DURATION RULE 
 

Physicians who voluntarily request either a decrease or increase in specialty 
assignment may not obtain a further change in specialty assignment until a 
period of three (3) months has elapsed.  This rule shall not apply when it 
conflicts with any other rule in this manual. 

 
5.  LOSS-FREE DISCOUNT   

 
Physicians with no indemnity payments over a given experience period may 
qualify for a premium discount. See Appendix II, Section X. 

 
 B. RESTRICTIVE ENDORSEMENT RULE 
 

Whenever a restrictive endorsement is attached to the policy of an employed 
Physician, Paramedical Employee or a Physician who is either an officer, 
director or shareholder of a Medical Corporation, a comparable endorsement shall 
be attached to the respective employer's policy if such employer is insured by 
MAIC.  Such endorsement shall serve to limit the liability otherwise afforded under 
such policies, for the acts and omissions of the Insured whose individual coverage 
is restricted, if the Claim or Suit arises out of the excluded activity. 

 
XIII. DEDUCTIBLES  
 
 A.  A deductible may be available to Named Insureds who either desire to share in 

their losses in return for premium savings or have demonstrated a significant 
adverse loss profile necessitating that they take a primary role in the management 
of their risk.  

 
 B.  A deductible requires the Named Insured to share financially in each and every 

Claim. Varying amounts may be arranged depending on the financial and risk 
management expertise of the Named Insured. The deductible, which is inside the 
limits of liability, will include indemnity payments only.  
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C. Any premium credit, because of the assumption of a deductible, must be submitted
 to MAIC for rating.  

 
D. A deductible may require the Named Insured to post a letter of credit or other 

suitable form of security. 
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